BEFORE THE STATE TAX APPEAL BOARD
OF THE STATE OF MONTANA

TERRY O FERRELL,
A. K A TERRY O NEI LL BARBER

Appel | ant,

DOCKET NO.: PT-1997-40

- VS_

THE DEPARTMENT OF REVENUE
OF THE STATE OF MONTANA,

FI NDI NGS OF FACT,
CONCLUSI ONS OF LAW
ORDER and OPPORTUNI TY
FOR JUDI CI AL REVI EW

N N N N N N N N N N

Respondent .

The above-entitled appeal cane on regularly for
hearing on the 10th day of Decenber, 1998, in the Cty of G eat
Falls, Montana, in accordance with an order of the State Tax
Appeal Board of the State of Montana (the Board). The notice
of the hearing was duly given as required by |aw The
t axpayer, represented by Terry O Neill Barber and Larry Barber
presented testinony in support of the appeal. The Depart nent
of Revenue (DOR), represented by apprai ser Robert J. Anderson,
presented testinony in opposition to the appeal. Testinony was
presented, exhibits were received and the Board then took the
appeal under advi senent; and the Board having fully considered
the testinony, exhibits and all things and nmatters presented to
it by all parties, finds and concl udes as foll ows:

FI NDI NGS OF FACT

1. Due, proper and sufficient notice was given of



this matter, the hearing hereon, and of the tinme and place of
said hearing. All parties were afforded opportunity to
present evidence, oral and docunentary.

2. The taxpayer is the owner of the property which
is the subject of this appeal and which is described as
fol |l ows:

Land and I nprovenents on Lot 22, Bl ock 4,

Sunrise Terrace Addn #2, City of Geat Falls,

Cascade County, Montana.

3. For the 1997 tax year, the DOR appraised the
subj ect property at a value of $13,158 for the | and and $58, 342
for the inprovenents.

4. The taxpayer appealed to the Cascade County Tax
Appeal Board requesting a reduction in value to $12,900 for the
| and and $40, 100 for the inprovenents.

5. The County Board denied any adjustnent to the
| and val ue, but reduced the inprovenent value to $57, 043.

6. The taxpayer then appeal ed that decision to this
Boar d.

7. The DOR did not appeal that decision to this

Boar d.

TAXPAYER S CONTENTI ONS

The taxpayer nodified her requested val ue before this

Board to a total property value of $60,000. She provided



support for that value through a conparative narket analysis
(Ex 1), and four recent sales of property deenmed to be
conparable to the subject (Ex 2).

The conparative analysis was perfornmed by a | ocal
realtor on October 31, 1997 and docunents what are seen as
value limting characteristics and itens that are in need of
repair or replacenent. Ms. Barber testified that the hone
needs new siding, a new roof, new Kkitchen cabinets, new
appl i ances, new w ndows, new carpet and |inoleum and new
bat hr oom fi xt ures.

The taxpayer argued that the conparables sel ected by
the DOR in the pricing of the subject honme were, in her
opi nion, not conparable. This hone has no basenent, no famly
room has had no renodeling, and has a single car garage.

Ms. Barber stated that she has considered selling
t he hone, but estimates of probable selling prices were bel ow
what she had believed the value to be at that time. Because of
that, and the fact that the honme is occupi ed by her nother, she
deci ded agai nst selling the hone.

M. Barber explained that the wi ndows are not therno-
pane wi ndows and woul d need to be replaced in order to keep it
up with what the other owners in the nei ghborhood have done, as
wel | as other inprovenents. This property is basically as it

was built, except for roofing replacement followng a hail



stormin 1979. He stated that the soffits and wi ndow jans are
starting to rot, and that the siding is apparently getting
nmoi sture behind it as it is splitting and will not hold paint
anynor e.

The taxpayers were of the opinion that the house is
average honme construction wse, built soundly wthout
structural damage, but that it would take an investnent to
upgrade electrically and those itens of insulation and pl unbi ng
t hat need to be done.

DOR CONTENTI ONS

M. Anderson presented a picture of the hone for the
Board to view. He provided a copy of the property record card
(Ex A) for the record. The subject ot is 68 feet by 110 feet
deep. The DOR values the lots in this area at $225 per front
foot. The base lot size is 50 feet by 150 feet so a depth
factor of 86% has been applied to account for the smaller size
of the subject ot in depth.

The honme is a one story frane house wth a 252 square
foot attached garage. The hone was built in 1959 with an
effective age of 1975. It is graded as a quality grade five
(average) with a physical condition of good. The determ nation
for the Condition, Desirability, and Utility (CCU), is

consi dered as Good.



BOARD S DI SCUSSI ON

The taxpayer presented testinony and support that
this hone has not experienced the upgradi ng and renodel i ng that
woul d have kept it up to conpete in current markets at the
value placed on it by the DOR  She agreed that the hone is
quality graded correctly based on the type and basi c soundness
of the property. She did however present issues that would
reflect further depreciation than has been given in the
apprai sal by the DOR

The escalation of costs by the application of the
Econom ¢ Condition Factor (ECF) of 109% the effective year
assignment, and the CDU determ nation of good are all factors
that erode or drive the anount of depreciation to be allowed on
the property. The DOR has valued this property utilizing the
cost approach to value as ordered by the |ocal board. The
record contains the Mntana Conparable Sales sheet that was
presented by the DOR at the | ocal board hearing. Each of the
sales of property deened to be conparable and listed on that
sheet are bel ow the cost approach to val ue determ ned for that
property. The nmarket approach was not presented by the DOR but
with the testinony of the need for upgrading of elenents such
as the roof, w ndows, and siding for this house to be able to
command the val ues that perhaps would be there in the market,

it clearly would require an expense that would still only get



it to the expressed market for the area.

It is the opinion of this Board that there is
substantial credible evidence in the record that the subject
property be afforded further depreciation for physical reasons.

Based on the evidence and testinony this Board believes that
t he physical condition shall be reduced from good to average
and the CDU reduced fromgood to average.

CONCLUSI ONS OF LAW

1. 15-8-111. Assessnent - market value standard -
exceptions. (1) Al taxable property nust be assessed at 100%
of its market val ue except as otherw se provided.

(2)(a) Market value is the value at which property
woul d change hands between a willing buyer and a wlling
seller, neither being under any conpulsion to buy or to sell
and both havi ng reasonabl e know edge of rel evant facts.

(b)If the departnent uses construction cost as one
approxi mation of market value, the departnment shall fully
consider reduction in value caused by depreciation, whether
t hrough physical depreciation, functional obsolescence, or

econoni ¢ obsol escence.

ORDER

| T IS THEREFORE ORDERED by the State Tax Appeal Board

of the State of Montana that the subject property shall be



entered on the tax rolls of Cascade County by the assessor of

that county at the 1997 tax year value of $13,158 for the |and

and the value for the inprovenents as determ ned by the DOR as

calculated in conpliance with the provisions of this decision.
Dated this 15th of January, 1999.

BY ORDER OF THE
STATE TAX APPEAL BQOARD

PATRI CK E. McKELVEY, Chair man
( SEAL)

GREGORY A. THORNQUI ST, Menber

NOTICE: You are entitled to judicial review of this Oder in
accordance with Section 15-2-303(2), MCA. Judicial review may
be obtained by filing a petition in district court wthin 60

days following the service of this O der.



